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SUBJECT: HRA/ Property Val ue Adjustnent/|ncrease From $34, 000 To $47, 600

SUWARY OF BILL

This bill would increase the property value anount that is used to calcul ate
benefits for the honeowners assi stance program from $34,000 to $47,600 and woul d
i ncrease the property tax equival ent amount for the renters assistance program
from $250 to $350. This bill also would i ncrease the household i ncone used to
cal cul ate the honeowners and renters assistance clains for the 2000 cal endar
year.

SUWARY OF AMENDMENT

The May 18, 2000, anendnent deleted the earlier |anguage that woul d have
i ncreased the honmeowners exenption by 25% and added the | anguage di scussed in
this anal ysis.

The departnent did not analyze the bill as introduced February 23, 2000.

LEG SLATI VE H STORY

AB 1636 (1999/00) proposed an increase in the property value adjustnment used to
cal cul ate honmeowners assistance. This provision was deleted fromthe bill

SB 1464 (1997/98) proposed increasing the income |imts for the honeowners and
renters assistance programto properly reflect inflation. This bill remained in
Assenbly Appropriations, but identical |anguage was enacted in AB 2797 (Stats.
1998, Ch. 322).

EFFECTI VE DATE

This bill would be effective January 1, 2001, and apply to requests for

assi stance nade for 2001 and future years. However, provisions of the bil
require an increase in household incone figures for assistance provided for the
2000 cal endar year.

PROGRAM HI STORY/ BACKGROUND

Since 1968, California has provided relief to senior citizens in the form of
property tax assistance. |n 1977 the program was extended to renters and was
based on a property tax equival ent amount estimated to be paid by renters.
Beginning in 1979, totally disabl ed homeowners and renters, regardl ess of age,
becane eligible for the program This programis called Honeowners and Renters
Assi stance (HRA) and is adm nistered by the Franchi se Tax Board (FTB).
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SPECI FI C FI NDI NGS

The assi stance ampbunt under the HRA programrepresents a partial reinbursenent of
the previous fiscal year's property taxes on personal residences paid directly by
honmeowners and indirectly by renters. For renters, a paynment of $250 in property
tax is assuned. Relief for homeowners and renters is based on a percentage of
the property tax. This percentage varies inversely to the applicants' incone

| evel s and ranges from4%to 96%

To be eligible for assistance, the claimant's total household income for the
prior cal endar year cannot exceed $33,993. Total household incone consists of
adj usted gross inconme (as conputed for tax purposes) increased by nontaxable

i nconme including social security, cash public assistance, pensions and annuities
(not otherw se taxabl e), unenploynent insurance, tax-exenpt interest, life

i nsurance proceeds, gifts in excess of $300, and worker's conpensati on paynents.
Al so, the gross househol d i ncome cannot exceed $61,806. G oss househol d i nconme
is total household income plus all non-cash business expenses such as

depreci ation, anortization, and depletion.

Claimants may file for assistance from May 15 through August 31, inclusive.
However, the FTB may accept clains through June 30 of the year follow ng that for
whi ch assistance is clained, given certain extenuating circunstances such as
docunented nedical disability during the normal filing period. It takes up to 15
weeks to process a claim

This bill would increase the property val ue anbunt used to cal culate benefits for
t he homeowners assi stance program from $34, 000 to $47, 600.

Also, this bill would increase the property tax equival ent amount for the
renters’ assistance from $250 to $350.

In addition, this bill would require that for the assistance provided by the
departnent for the 2000 cal endar year, the household incones used to cal cul ate
t he homeowners and renters assistance clainms would be nmultiplied by a factor of
3. 03.

Finally, the inflation adjustnents would apply beginning in the 2002 cal endar
year, rather than the 2000 cal endar year as provided under existing | aw

| npl enent ati on Consi derations

Begi nni ng May 15, 2000, the departnent began accepting HRA clains for the
assi stance provided by the departnent in the 2000 cal endar year. Although
the bill requires an increase in the clainms for the 2000 cal endar year, the
author’s staff has indicated that it was the author’s intent that the
househol d inconme figures be nmultiplied by the 3.03 factor for the 2001

cal endar year, rather than the 2000 cal endar year. The bill should be
amended to reflect the author’s intent.

Once the bill is anended, inmplenmenting this bill would not significantly
i npact the departnment’s prograns and operations.
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Techni cal Consi derati ons

Since this bill is not a tax levy, the provisions of the bill would not
becone effective until January 1, 2001. Therefore, the clains received for
the 2000 cal endar year woul d have been received and paid before the bill’s

effecti ve date.

FI SCAL | MPACT

Departnental Costs

Once the bill is anended to reflect the author’s intent, this bill would not
significantly inpact departnental costs.

Tax Revenue Esti mate

The revenue estinate below is based on the author’s intent, which is for the
bill to inpact the 2001 cal endar year.

Based on data and assunptions discussed bel ow, additional HRA assistance is
projected to be as foll ows:

Estimated | npact of AB 2158
As Amended May 18, 2000
Addi ti onal Assistance Paynents
(In $M I 1ions

d aimPeriod 2001- 2 2002- 3 2003-4
Honmeowner s $7.5 $9 $10
Renters $32.5 $38 $43
Tot al $40 $47 $53

Any possi bl e changes in enpl oynment, personal incone, or gross state
product that mght result fromthis provision are not taken into account.

Tax Revenue Di scussion

According to departnmental data for the claimperiod 1999-00, assistance was
provi ded to nearly 120,000 homeowners on the order of $16 mllion and over $55
mllion was distributed to approxi mately 270,000 qualified renters.

Esti mat es above were based on current filers by income class and additiona

filers due to normal growth and an incentive effect for first-tine filers. It
was assuned that new limts for the assistance clains would be applied to
property tax assessed for fiscal year 2000-01. It is projected that for the

2001-02 claimperiod, nearly 50,000 additional filers would result.
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